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BAUCUS
STATEMENT BY SENATOR MAX BAUCUS
RURAL ECONOMY AND FAMILY FARMING SUBCOMMITTEE
JUNE 29, 1988
A DIVISION OF PROSPERITY
THE DROUGHT HAS FOCUSED ATTENTION ON THE
PROBLEMS OF THE RURAL ECONOMY.
THE PROBLEMS RUN DEEP. RURAL AMERICA HAS
BEEN HIT WITH A TRIPLE WHAMMY*
THE FIRST ELEMENT IS ECONOMIC. IT'S WHAT
PETER DRUCKER CALLS "UNCOUPLING." NATURAL
RESOURCES MAKE UP A SMALLER AND SMALLER PROPORTION
OF OVERALL PRODUCT COSTS. MARKETS ARE SHRINKING
AND PRICES ARE GRADUALLY DECLINING.
THE SECOND ELEMENT IS DEREGULATION* CHEAP
AIR FARES MAY BE GREAT FOR HEAVILY POPULATED
AREAS. BUT AIRLINE DEREGULATION HAS DEVASTATED
RURAL AREAS THAT DEPENDED ON AN INTEGRATED
NATIONAL TRANSPORTATION SYSTEM*
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THE THIRD ELEMENT IS THE AGRICULTURAL CRISIS.
WE'VE ALREADY LOST OVER 200,000 JOBS IN AGRICUL-
TURE. ANOTHER MILLION FARMERS COULD BE DRIVEN
UNDER BY THE DROUGHT*
THE RESULT OF ALL THIS IS A DIVISION OF
PROSPERITY. THE WALL STREET JOURNAL MAY CONTINUE
TO TRUMPET THE RECOVERY. BUT WE NOW HAVE A SWISS
CHEESE ECONOMY. THERE IS GLITTERING GROWTH IN
URBAN AREAS, ESPECIALLY ON THE COASTS. BUT THERE
ARE GAPING HOLES IN BETWEEN*
THE IMPACT CAN BE SEEN IN POPULATION STATIS-
TICS. IN 1987, OVER 750,000 PEOPLE LEFT RURAL
AMERICA FOR BETTER OPPORTUNITIES ELSEWHERE*
THAT'S ALMOST FIVE-TIMES THE RATE OF OUT-MIGRATION
THAT WE EXPERIENCED DURING THE SIXTIES. OUR KIDS
ARE GIVING UP AND MOVING ON.
SOME PEOPLE JUST SHRUG- IT SURE IS SAD, THEY
SAY. BUT THE ECONOMIC DECLINE OF RURAL AMERICA
RESULTS FROM THE OPERATION OF FREE MARKET FORCES*
THERE'S NOTHING THAT WE CAN OR SHOULD DO ABOUT IT.
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THAT'S CALLOUS. IT'S INCORRECT. AND IT'S
INCONSISTENT WITH OUR BASIC VALUES.
AMERICANS HAVE ALWAYS UNDERSTOOD THAT WE'RE
IN THIS TOGETHER: "E PLURIBUS UNUM." FROM THE
NORTHWEST ORDINANCE OF 1787, THROUGH TEDDY
ROOSEVELT'S COUNTRY LIFE COMMISSION, THROUGH THE
RURAL ELECTRIFICATION PROGRAM, THROUGH KENNEDY'S
RURAL AREA DEVELOPMENT PROGRAM, WE'VE HAD STEADY,
BIPARTISAN COMMITMENT TO HELP RURAL AMERICA SHARE
IN NATIONAL PROSPERITY. As FDR SAID 56 YEARS AGO,
OUR ECONOMY CANNOT SURVIVE IF IT IS HALF BOOM AND
HALF BUST."
ELIMINATING BARRIERS TO SUCCESS
IN THE LONG RUN, RURAL AMERICA NEEDS ECONOMIC
DIVERSITY. NEW INDUSTRIES THAT DON'T DEPEND ON
THE BOOM AND BUST CYCLE* VALUE-ADDED MANUFAC-
TURING. HIGH TECH. INFORMATION SERVICES.
IN THIS HEARING, I HOPE TO IDENTIFY STEPS
THAT WE CAN TAKE TO ATTRACT THESE NEW INDUSTRIES
TO RURAL AMERICA*
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THE PRIMARY IMPETUS MUST COME FROM THE
PRIVATE SECTOR. BUT THE FEDERAL AND STATE
GOVERNMENTS ALSO HAVE AN IMPORTANT ROLE*
As I SEE IT, WE HAVE TO WORK TOGETHER TO
ELIMINATE FIVE BARRIERS TO ECONOMIC DIVER-
SIFICATION IN RURAL AMERICA*
THE FIRST BARRIER IS AN INADEQUATE TRANSPOR-
TATION NETWORK. AIRLINES ARE JUST AS IMPORTANT TO
ECONOMIC DEVELOPMENT TODAY AS RAILROADS WERE A
CENTURY AGO OR HIGHWAYS A GENERATION AGO.
WE BUILT RAILROADS ACROSS THE LENGTH AND
BREDTH OF THIS COUNTRY, KNOWING THAT IT WOULD
CREATE A UNIFIED NATIONAL ECONOMY THAT BENEFITS
EVERYONE. THE SAME WITH HIGHWAYS. THE INTERSTATE
HIGHWAY SYSTEM DOESN'T JUST RUN BETWEEN NEW YORK
AND BOSTON. IT'S UNIFIED, NATIONAL SYSTEM.
WE TREAT AIR SERVICE DIFFERTLY, AS IF IT'S A
LUXURY. BUT IF YOU'RE TRYING TO ATTRACT A HIGH-
TECH COMPANY TO BOZEMAN, MONTANA, REGULAR AND
RELIABLE AIR SERVICE IS NOT A LUXURY, IT'S A
NECESSITY.
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THE SECOND BARRIER IS AN INADEQUATE TELECOM-
MUNICATIONS SYSTEM. COMPUTERS CREATE THE
POSSIBILITY FOR RURAL AREAS TO OVERCOME THE DIS-
TANCE BARRIER. BUT OUR CURRENT TELECOMMUNICATIONS
SYSTEM ISN T COMPATIBLE WITH SOPHISTICATED COM-
PUTER DEVELOPMENT*
THE THIRD BARRIER IS ACCESS TO
CAPITAL. BUSINESSES LOCATED IN RURAL AREAS ARE
CONSIDERED RISKIER THAN BUSINESSES IN OTHER AREAS.
THIS MAKES CAPITAL HARD TO COME BY. WE MUST FIND
A WAY TO MAKE CAPITAL AVAILABLE TO THE
ENTREPRENEURS WHO ARE READY TO TAKE A SHOT
CREATING A NEW COMPANY IN A RURAL AREA.
FOURTH, RURAL AMERICA LACKS ACCESS TO THE
LATEST TECHNOLOGIES TO STAY COMPETITIVE. RURAL
AMERICA'S FORTHCOMING SHIFT INTO THE "INFORMATION
AGE REQUIRES SUCH ACCESS.
FINALLY, RURAL AMERICA LACKS THE EDUCATION
AND RETRAINING PROGRAMS NECESSARY TO MEET THE
DEMANDS OF OUR NEW ECONOMY. EFFORTS ARE BEGIN-
NING, BUT GIVEN THE SCALE OF THE SHIFT THAT MUST
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OCCUR ACROSS RURAL AMERICA, THESE EFFORTS ARE NOT
ENOUGH.
THE KEY QUESTIONS
THROUGHOUT THIS HEARING, I WILL BE ASKING
THREE QUESTIONS:
(1) WHAT ARE THE PROSPECTS FOR DIVERSIFYING
RURAL AMERICA'S ECONOMIES?
(2) WHAT TOOLS DOES RURAL AMERICA NEED TO
MAKE THOSE PROSPECTS A REALITY?
(3) WHAT IS THE FEDERAL GOVERNMENT'S ROLE IN
PROVIDING THOSE TOOLS?
SO, IT SEEMS WE HAVE A LOT OF CHALLENGING
WORK AHEAD OF US. I LOOK FORWARD TO YOUR TES-
TIMONY*
